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1 0 I. INTRODUCTION.
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Staff supports the Recommended Opinion and Order ("ROO") in this matter. The ROO

contains a detailed analysis of the positions of the various parties in this docket and a well-reasoned

13 determination of the Value of Solar ("VOS") methodologies to be used in upcoming rate cases. Staff
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commends the Administrative Law Judge for  the significant effort and careful synthesis of the

positions in this case and for the balanced and thoughtful decision that resulted.

Staff has four requests for clarification/modification relating to: 1) the transition from net

metering to an export rate, 2) the timing for Staffs analysis, 3) a Phase II collaborative process in this

case, and 4) grandfathering.
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11. DISCUSSION.
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A.  T he  RO O ' s  Adopt ion O f B oth S taff  Methodo log ies  Wil l  Prov ide  Maximum
Flexibi l i ty  T o  T he Commiss ion;  However  T he Resource  Comparison Proxy
Methodology Should Be Utilized Initially Because It Will Provide For A More
Gradual Transition.

23 The ROO adopts both of Staffs recommended VOS methodologies: a five year avoided cost

24 methodology and the Resource Compar ison Proxy methodology. The five year  avoided cost

25 methodology incorporates a limited forecast of the benefits and costs of DG for purposes of valuing

26 solar. The Resource Comparison Proxy methodology is based upon a five year weighted average of

27 the utility's solar PPAs and utility-owned solar generating resources.
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1 S ta ff continue s  to  be lie ve  tha t a doption of both  a pproa che s  will g ive  the  Commis s ion

2  ma ximu m fle xib ility o n  is s u e s  in fo rme d  b y th e  va lu e  o f s o la r me th o d o lo g y. Howe ve r, the

3 me thodology utilize d initia lly s hould provide  for a  gra dua l tra ns ition to the  e xport ra te  conce pt.

4 S ta ff be lie ve s  tha t the  Re s ource  Compa ris on P roxy me thodology will provide  the  type  of gra dua l

5 tra ns ition tha t is  conte mpla te d by the  ROO.

6 Of the  two S ta ff me thodologie s , the  Re s ource  Compa ris on P roxy me thodology will like ly

7 produce  a n e xport ra te  tha t is  initia lly close r to the  re ta il ra te  of the  e le ctric utilitie s  tha n the  five  ye a r

8 a voide d cos t me thodology. It is  ba se d upon a n a ccura te  a nd re lia ble  indica tion of a  utility's  cos ts

9 a s s ocia te d with its  s ola r ge ne ra tion fa cilitie s , including both P P As  a nd utility-owne d fa cilitie s .l Of

10 the  two S ta ff approaches, this  approach might be  viewed as  the  ce iling of the  two approaches. Staff' s

l l five  ye a r a voide d cos t a pproa ch, on  the  o the r ha nd, could  be  vie we d a s  the  floor of the  two

12 a pproa che s .

13 S ta ff noted tha t use  of the  Resource  Comparison P roxy me thodology will provide  a  suitable

14 proxy to utilize  pe nding furthe r e ffort by the  pa rtie s  on the  pa ra me te rs  of the  five  ye a r a voide d cos t

15 me thodology a nd its  loca tiona l a dde rs .2 While  the  ROO re quire s  use  of Exhibit HS -3 (pa ge  3) for

16 deve lopment of the  five  yea r avoided cos t ca lcula tion, the re  will need to be  furthe r discuss ion among

17 the  pa rtie s  on how the  fa ctors  lis te d a re  to be  utilize d a nd de te rmine d. Thus , us e  of the  Re s ource

18 Compa rison P roxy me thodology, which is  a  re lia ble  a voide d cos t proxy, will a llow the  Commiss ion

19 to proce e d forwa rd on a  gra dua l tra ns itiona l pa ths  to the  e xport ra te  conce pt while  a llowing work to

20 continue  on the  deve lopment of the  five  yea r avoided cos t ca lcula tion.

21 As the  ROO notes , the  Resource  Comparison Proxy methodology can a lso be  adapted for use

22 with s ma lle r utilitie s  s uch a s  coope ra tive s  a s  we ll, by utilizing pricing da ta  from a va ila ble  indus try

23

24 1 The  Resource  Comparison Proxy methodology (utilizing a ll of the  utilities  sola r sources  on an
ongoing basis) will a lways be  a  useful benchmark because  it provides  a  depiction of the  utilities  '

25 we ighted ave rage  cos t of its  sola r PPAs  and utility owned sola r facilitie s .
2 Value of Solar ROO at 104.

26 3 S ince  it is  based upon a  5 year rolling average , older projects  will eventua lly drop out, and some
intervention or adj vestment may be necessary to continue to ensure  a  gradual transition if the  drop off
is  too dramatic in future  ra te  cases . For instance , adjustment could be  made  in te rms of the  projects

28 utilized and the  number of years  included in the  ca lcula tion.
2
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1 s ource s  for grid-s ca le  s ola r P V proje cts  with priority give n to proje cts  in  Arizona  to the  e xte nt

2 a va ila ble .4

3 In summary, because  the  RO() wise ly emphasizes  the  need for a  trans ition with any approach

4 a dopte d, S ta ff be lie ve s  tha t the  Re s ource  Compa ris on P roxy me thodology is  the  a ppropria te

5 me thodology to utilize  initia lly for e a ch e le ctric utility. S ta ff re s pe ctfully re que s ts  tha t the  ROO

6 provide  for adoption of both S ta ff me thodologies , but tha t it require  use  of the  Resource  Comparison

; P roxy me thodology in the  on-going round of ra te  cases  to de te rmine  the  export ra te .

9

10 The  ROO a t pa ge s  152-153 dis cus s e s  imple me nta tion of the  me thodologie s  in utility ra te

l l ca se s . S ta ff is  required to within 45 days  of rece ipt of the  unde rlying da ta  provided by the  utility: "1)

12 pe rform the  a na lys is , 2) ma ke  a ll a s sumptions  a nd inputs  of its  a na lys is  a va ila ble  to othe rs , a nd, 3)

13 file  a  reques t for procedura l orde r se tting a  procedura l schedule  for evidentia ry proceedings ." To

14 comple te  its  ana lys is  and pe rform the  ca lcula tions  required, S ta ff re spectfully reques ts  tha t it be  given

15 120 days at least for the on-going round of ra te  cases where this issue is addressed.

16 While  the  initia l round of ra te  ca se s  whe re  the  ne w me thodology is  utilize d should focus  on

17 the  Re source  Compa rison P roxy me thodology, S ta ff will be  pe rfonning this  a na lys is  for the  firs t time

18 a nd thus  e xtra  time  would be  he lpful. In a ddition, if S ta ff ne e ds  a dditiona l informa tion from tha t

19 provide d by the  utilitie s , the  a dde d time  will a llow for th is  e ve ntua lity. In  a ddition, in  the  in itia l

20 round of imple me nta tion, this  a na lys is  will ne e d to  be  pe rforme d by S ta ff for a ll of the  e le ctric

21 utilitie s  with ra te  ca se s  pending a t this  time . In addition to the  APS ra te  ca se , three  othe r ca se s  with

22 P ha s e  II proce e dings  a re  like ly or a lre a dy ha ve  be e n orde re d: UNS  Ele ctric  ("UNS E"), Tucs on

23 Ele ctric P owe r Compa ny ("TEP ") a nd S ulphur S prings  Va lle y Ele ctric Coope ra tive  ("S S VEC").

24  The re  is  a ls o  the  Trico  Ele ctric  Coope ra tive , Inc. ("Trico") ra te  ca s e  whe re  a  de cis ion  will be

25 forthcoming in the  ne xt fe w months . S ince  the  s a me  S ta ff me mbe rs  will like ly be  pe rforming this

26

27

28 4 Va lue  of Sola r ROO a t 151.

B .  Th e  P r o c e s s  Ad o p te d  In  Th e  R0 0  S h o u ld  P r o vid e  S ta ff With  Mo r e  Tim e  To
Deve lop  Its  Ana lys is .

3



1 a na lys is  for a ll compa nie s , the  a dde d time  for e a ch ca s e  will e ns ure S ta ff ha s  s ufficie nt time  to

2 process  the  cases  in a  time ly manner.

c. The Commission Should Consider a Phase II In this Case for Collaboration on
the Development of the Avoided Cost Methodology and its Locational Adders.

3

4

5

6 process  in which the  pa rtie s  could come to agreement on the  pa ramete rs  of the  five  year avoided cos t

7  me thodology. In a ddition, s uch a  colla bora tive  works hop proce s s  would be  he lpful to  look a t

S ta ff be lie ve s  tha t it ma y be  worthwhile  for the  Commis s ion to cons ide r a  colla bora tive

8 ge ogra phic cons ide ra tions  a nd loca tiona l a dde rs  a nd come  up with a  more  de finitive  proce s s  for

9 looking a t and ca lcula ting benefits  on a  geographic loca tion bas is . Loca tiona l adders  a re  based on the

10 configura tion of the  e le ctrica l dis tribution s ys te m (including los s e s ) a nd its  e volving growth a nd

11 ne e ds . It doe s  not follow a  zip code  or municipa l bounda ry. A critica l ma s s  of DG (pote ntia lly

12 controllable) is  needed to offse t expected new equipment.

13 It may a lso be  productive  in this  process  to look a t how the  utilitie s ' Integra ted Resource  P lans

14 ("IRis ") might be  utilize d in conjunction with some  of the  is sue s  pre se nte d in this  docke t a nd how

15 DG cons ide ra tions  can be  most e ffective ly a ss imila ted in the  IP  process .

16 It would be  difficult to undertake  this  type  of collabora tive  process  within a  ra te  case  s ince  the

17 time line  ma y not be  conducive  with this  type  of proce ss .

lb

19 Sta ff inte rpre ts  the  ROO as  requiring grand fa the ring of both ra te  des ign and ne t mete ring for

20 exis ting DG cus tomers  who s ign up for inte rconnection be fore  the  da te  of the  Commiss ion's  Decis ion

21 in Phase  II proceedings, or the  firs t ra te  case  in which the  new methodology is  adopted.5

22 While  the  ROO acknowledges tha t grand fa thering decis ions  should be  made  in the  context of

23 a  ra te  case , it goes  on to require  grand fa the ring of both ra te  des ign and ne t me te ring for cus tomers

24 signing up for inte rconnection before  the  da te  of the  Commiss ion's  Decis ion in Phase  II proceedings .

25 S ta ff be lie ve s  tha t the  de cis ion to gra ndfa the r ra te  de s ign is  be s t le ft to e a ch compa ny's  ra te  ca se .

26

27

28 5 Va lue  of Sola r ROO a t 153-54.

D. Grandfathering of Rate Design is More Appropriately Considered in a Rate Case.

4



1 Only in the  context of a  ra te  ca se  whe re  a ll othe r ra te  de te rmina tions  a re  made , can one  de te rmine

2 whe the r grandfa the ring of ra te  des ign is  appropria te .

3 Fina lly, S ta ff inte rpre ts  the  phrase  on page  154 of the  ROO tha t grandfa thered DG customers

4 will be  "subje ct to curre ntly-e xis ting rule s  a nd re gula tions  impa cting DG" to me a n tha t gra ndfa the re d

5 DG cus tomers  will be  subj e t to currently-exis ting ne t me te ring rule s  and regula tions .6

6

7 In summa ry, S ta ff supports  the  Re comme nde d Opinion a nd Orde r. It is  a  we ll-re a sone d,

8 ba la nce d a nd thoughtful de cis ion. S ta ff re s pe ctfully re que s ts  tha t cons ide ra tion be  give n to the

111. CO NCLUS IO N.

9 re que s ts  for cla rifica tion/modifica tion discusse d a bove .

RES P ECTFULLY S UBMITTED this  fifte e nth da y of Nove mbe r 2016.

Ma ure e n A. cos t, Se nior S ta ff Counse l
Ma tthew Laudone , Attorney
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
(602) 542-3402
rnscott@azcc.gQv
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On this  15th da y of Nove mbe r, 2016, the  fore going docume nt wa s  file d with Docke t Control a s  a n
Utilitie s  Divis ion Comments  on Recommended Opinion and Orde r, and copie s  of the  foregoing were
ma ile d on be ha lf of the  Utilitie s  Divis ion to the  following who ha ve  not conse nte d to e ma il s e rvice .
On this  da te  or a s  soon as  poss ible  the rea fte r, the  Commiss ion's  eDocke t program will automatica lly
email a  link to the  foregoing to the  following who have  consented to email se rvice .

La De l La ub
DIXIE- ES CALANTE RURAL ELECTRIC
AS S OCIATION, INC.
71 East Highway 56
Beryl Utah 84714

Timothy M. Hoga n
ARIZONA CENTER FOR LAW IN THE PUBLIC INTERST
514 W. Rooseve lt S t.
Phoenix Arizona  85003
thogan@ac1pi.org
rick@voteso1ar.org
briana@voteso1ar.org
ken.wi1son@westemresources.org
cosuala@earthjustice .org
Mhia tt@e a rthjus tice .org

Gan*y D Hays
LAW OFFICES  OF GARRY D. HAYS , P C
2198 East Camelback Road, Suite  305
Phoenix Arizona  85016
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28 6 See also Value of Solar ROO at 171 .

Consented to Service by Email
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1
Danie l Poze fsky
RUCO
1110 West Washington, Suite  220
Phoenix Arizona  85007
dpozefsky@azruco.gov
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5

Michae l Pa tten
S NELL & WILMER, LLP
One Arizona  Center
400 East Van Buren Street
Phoenix Arizona  85004
mpa tten@swlaw.com
bcarro1l@tep.com
docke t@swlaw.com

Consented to Service by Email

Consented to Service by Email
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Meghan H. Grabe l
OS BORN MALADON, P A
2929 N. Centra l Avenue  Suite  2100
Phoenix Arizona  85012
mgra be l@omla w.com
gyaquinto@arizona ic.org
Consented to Service by Email
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Janice  Alward
ARIZONA CORP ORATION COMMIS S ION
1200 W. Washington

8 P hoe nix Arizona  85007
tford@azcc.gov
r1loyd@azcc.gov

10 tbrode rick@a zcc.gov
mlaudone@azcc.gov
mscott@azcc.gov

1 2
Consented to Service by Email

Je ffrey Crocke tt
CROCKETT LAW GROUP , P LLC
2198 E. Camelback Rd., Suite  305
Phoenix Arizona  85016
je ff@j e ffcrocke ttlaw.com
kchapman@ssvec.com
jb1air@ssvec.com13
Consented to Service by Email
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15

Willia m P . S ulliva n
LAW OFFICES  OF WILLIAM p.
S ULLIVAN, P .L.L.C.
501 East Thomas Road
Phoenix Arizona  85012
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Garry D Hays
LAW OFFICES  OF GARRY D. HAYS , P C
2198 East Camelback Road, Suite  305
Phoenix Arizona  85016

Jennife r A. Cranston
GALLAGHER & KENNEDY, P .A
2575 E. Camelback Rd.
Suite  1100
Phoenix Arizona  85016-9225
jennife r.crans ton@gkne t.com

18 Consented to Service by Email
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20

Da n McCle ndon
GARKANE ENERGY COOP ERATIVE, INC.
PO Box 465
Loa  Utah 8474721

Cra ig A. Ma rks
CRAIG A. MARKS , P LC
10645 n. Ta tum Blvd.
Suite  200-676
Phoenix Arizona  85028
Cra ig.Marks@azbar.org22

23

Nicholas  J . Enoch
LUBIN & ENOCH, P C
349 N. Fourth Ave .
Phoenix Arizona  85003

Consented to Service by Email
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Richa rd Adke rson
AJ O IMP ROVEMENT COMP ANY
333 N. Centra l Ave
Phoenix Arizona  85004-2189

C. Webb Crocke tt
FENNEMORE CRAIG, P C
2394 E. Camelback Rd, Ste  600
Phoenix Arizona  85016
wcrocke t@fcla w.com
pblack@fc1aw.com

27 Consented to Service by Email

28
6



1

2

3

4

Tom  Ha rris
AR IZONA S OLAR  ENER GY INDUS TR IES
AS S O C IATIO N
2122 W. Lone  Cactus  Dr. S uite  2
P hoe nix Arizona  85027
tom.ha rris @ a riS EIA.org

Charles  R. Moore
NAVOPACHE ELECTRIC COOPERATIVE, INC.
1878 W. White  Mounta in Blvd.
Lakes ide  Arizona  85929
Susan H. & Richa rd P itca irn
1865 Gun Fury Road
Sedona Arizona 86336Consented to Service by Email
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Dillon Holm e s
C LEAN P OW ER  AR IZONA
9635 N 7th S t. #47520
P hoe nix Arizona  85068
dillon@ cle a npowe ra z.org

Thoma s  A Loquva m
P INNAC LE W ES T C AP ITAL
C OR P OR ATION
P .O. Box 53999, MS  8695
P hoe nix Arizona  85072
thomas .loquvam@pinnac1ewes t.co1nConsented to Service by Email
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Consented to Service by Email
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Court S . Rich
ROS E LAW GROUP , P C
7144 E. S te ts on Drive , Suite  300
Scotts da le  Arizona  85251
CRich@ Ros e La wGroup.com
Consented to Service by Email

Steven Lunt
DUNC AN VALLE Y E LE C TR IC
COOP ERATIVE, INC.
P .O. Box 440
379597 AZ HWY 75
Dunca n Arizona  85534
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15

Roy Arche r
MORENCI WATER AND ELECTRIC COMPANY
AJ O  IMP R O VEMENT C O MP ANY
P .O. Box 68
More nci Arizona  85540

Le wis  M. Le ve nson
1308 E. Cedar Lane
Payson Arizona  85541

16

17

Patricia  C. Ferne
P.O. BOX 433
P a ys on Arizona  85547

18

19

Than W Ashby
GRAHAM COUNTY ELECTRIC
COOP ERATIVE, INC.
9 West Center Stree t PO Drawer B
Pima  Arizona  85543

20

Vince nt Nitido
TRICO ELECTRIC COOP ERATIVE, INC
8600 Wes t Tangerine  Road
Ma ra  fa  Arizona  85658

21

22

23

Gary P ie rs on
AR IZONA ELEC TR IC  P OWER
COOP ERATIVE, INC
P .O Box 670
1000 S . Highwa y 80
Be ns on Arizona  85602

Bra dle y S . Ca rroll
Tucs on Electric Power Company
Le g a l De p a m ne nt MS  HQE 910
P .O. Box 71 l
Tucs on Arizona  85702

24

25 Na ncy Ba e r
245 S a n P a tricio Drive
Sedona  Arizona  8633626

Da vid G Hutchins
UNS  Ele ctric, Inc
88 E Broa dwa y Blvd, MS  HQE901
P .O Box 711
Tucs on Arizona  85701-0711
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Tyle r Ca rlson
Peggy Gilman
MOHAVE ELECTRIC COOPERATIVE, INC.
PO Box 1045
Bullhead City Arizona 86430
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9 Exe cutive  Le ga l As s is ta nt
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Charles Kretek
COLUMBUS ELECTRIC COOPERATIVE, INC.
P.O. Box 631
Deming New Mexico 88031
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